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l. Wbat should be the cbjectives of the multilateral selsctive
export controls against the Commmmist bloe ss & wkole,
i.e., on what basiz abould the multilateral selective
eoxtrol lists be gonstructed?

2.{a) Under vhat circumstances, snd in vhat menner, should a different
type or level of control be mainteined agalnst any particu-
lar portion of the Commmist orbit?

{b) To the extent such differential controls sre maintained, vhat
should the U.8. do to minimize their frustration?

{c) Must participaticn in the Free World controls be generally
usiforn, or ¢an special latitude be allowed one or more
countries under specisl circumstances (i.e., Ceylon re
rubber, Jepan vises~vis Comenmist Chine, Germsny re interw
zonal trade, etc.)?

| 3. o what extent, if any, should U.S. controis differ from the
/ multilateral controls?

k.(a) What should the U.S. sttitude be toward exports to the Communist
bloe of coemodities outaide the intermationally agreed control
spectrun,

51) by other Free World ecowntries;
i1) by the U.S.?

{v) To what extent should the U.B., for security ressons, apply, or
seek the spplication by other Free World comntries of,
restrictions on imports from the Commmist bloe?

i 5. In order to schieve multilmtersl agreement on specific econcmic

‘. defense messures, should the U.8. (a) spply samctions
sgainst, or (b) offer special inducements to, Free World
countries not otherwise willing to sccept the messures or
positions supported by the U.8.7

6. How should the U,8. regard, or combet, Joviet efforts toward
| economic pemetration within the Free World?
|

7. How should the U.3. attempt t0 advance the degree of uaity in,
! and the effectivencas of, the multilstersl organization
! concernsd with sequrity trade controlds?
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in deteruiniog a system of m't‘ copiyouis, the first decls.¢n o
e nade lies in & Sicles betewes o cosglate embarge aad selective demizl wo tis
besis of soe prwdstermined stendels. In large part the geals of the ewpert
coutrel paegres will detervies ihe choloe of the sywtesm of eeatﬁis thet sysien
s most desireble whleh will afevafrter G prograx o os sowt sffeti.vel: o
agcomplish 1ts sbis.  In brief, the purpome of the progres Jetsreizes the best
form of sdministration ss well sz the punber asi extent of comsodities cuniyeiled.
Rvioualy the logposition of the sexime econamic isjury Yy tie weat
on the Bloe vis export sontrole would enteil a complete esbarze against =il scles
or shipments of gools snd services 43 = Bios.. mﬂv%.ﬁawzm
exbargo 1ie ia the faot tiat 1t o nossdigeous <ol sasy to Metify: uy coatyi-~
mummwmmummtyﬁsmy:gmm@mwma@
Lo At varY Is fact, a xeplete csbirzo sight well srouse less Sp@RMitios, or
" less vocal cppositien, in thx exporting comsunity tsan & ealetive symtew based
on btrosd coms.deretions which are Lund to be ponewtat equivoccl in interprets-
tien. On the otier bond s cosplete embargs voMld provide excellent BOPL CLO8
for the propegandists of tie Bloc, who couwls tern 1t undnly restrictive.
4 system Gased o selqrtive denisl would emtall grester custs of
adainistraticn tist o complets sulalgc becsiae of the neeessity for resesrsh and
tegotieticn, the prosessing of export licenses end sush. Rwport eomtrols based
on brosdly-defined etrzicdity categorics ere, in mopi cases, more efficient in

scccmplishiag ie goals of an empurt coatrol progrea than s systen besed ou

Approved For Release 20(3/08/2f/, {CJA-RDP63-00084A000100020024-8



Approved For Release 2001/08/26'rc \
S

TB3-00084A0001 00020024-8

nerrowly defined comasdity .tems, for the possibllity of cirevmventing the  nient
of the program is ssaller. Controls besed on broad cetegories heve = wore defersitle
coonomie Justificetion hun septrols besed on parrovly definsd ltems. Horeover
intelligense couceruin; Blooc supply =né reqguiresents s fregesntly mot sufficiestl;
cosplete to permit fire distisctioss. Brosd cctegories, on e other hand, ore
aore likely to be eons:dsred sr “uGreascostle” restriction of trade by commeredsl
eireles, ami therefore the chence &F opposition 1o snd sireuwevention of controls
ig greoter.
in export contyel prépran sipinistered through » systes of value-
quotes Yor Free Yorld sxports to zach Bloe coustyy would ust only be axpensive
v;f edministretics ard difficult of negotistion, but womld soeteplish little giher
than to serve ss & Yarnlog of the West's mwerensss of (he existents of benefiis
from trade. It is dard to eommeive &f s goel o set of goals of a trsde comtral
progran thet »auld pot be Letter adiivistersd by other oeuns.
A gystes of flaxible, shiftisg controls wodd probably create more
& confusion in the Free World than im ihe Bléec vhere & begic philosapby of salariy
o3 woeld Justify a retreat from trede. The Bloc eculd, »f courss, reset by plae'ng
large orders for goods currently “off the list® whiek it would shortly cancel.
The rexl eosts of sueh & system to $he Vest would very probsbly be higber thas

the inlury to the Mloce.

Withina ihe chjectives of 3 trade comtrol poligy g2 ztened by the
MEC end dlscussed [n serlier ssetiong of this reportl, there wre verious possible
technigues for measuring. and ways of Jeflimlng, "a signifiesat sepsFibution io

A the war potemtisl of the Bloe.” The only operatiopally signifisant definmitica
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sf wer potent’sl, ap esrlier garagwmphs mvs poipted out, lies iz ters ot v
sStagure of the toeal productive s2Elity of the seopomy. Bwt even vithin these
terms, & "significant costribution® to towsl “produetive sbility” is suseeptitle
of verious inteapretations.

Trade controls arw justified omly 1f they lmwrt the Bloe mdre thom
they hurt the West, both peliticnlly amd economiselly. Jay progream thet limits
the volmas of sxehinge will impose soeme loss on the treding peetners involved,
far trade, in persitin: ibe seguisitios of goole with & minimem expenditure of
profustion resources, therehy increpscs thalr productivity. Te sis of any trade
control progrem, therefore, musi LUwolve seximizging the inhoey or loss inposes
the Bloe with & miondenes OF loss to toe West In this section, we ahsll e san-
cersed only with 1 var cus possibilities for msesuring end defining Uw se@momic
loes to the Bloe resuitisg from z cgrtallasent of Blee izports. )

As v firut appromisstion, the eeomomie loms, whilch the eessation ﬁai'
trede lo omriain ftme would impose ob & cguntry being esbergsed, oun be defiped
&2 the gala whish the soustyy hed béen recsiviag from trede. Tie gainsg frow
m@hﬁfmam&iﬁw in the smount of profustive rescurces re-
quired for the sspulsition of the imported commodities through dcometic profuetica
as sompared witk thet required for he production of exports o be sold in frrelgn
trade. The cost ® the Eloe of tia feporte from the West ig represested by the
productive rescurecs it mlet devots B prodeoimg muporis s0ld $¢ the Wasi. If
wrade 15 cvrtailad. the volase of axporis required to Clsenee ligeyts w11 be
smaller and the declioe in production for exports will melssse certais productive

vesourees . The amumt of resources Poguired o expend the cutpur of the lepori~

bbbl
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replaeing industyies however, will be greater than thet relesced by export con-
w&ia&,/mﬁﬂweueemmmmuwiagmmm
trode. If on the other hand, trwde has uot been motivated by eeonemic ecnsidera-
tigms, the rescuros requirememts of expsnding the lsport-replocing industries acy
b less thon the relesszed rescurces of the export industries, the differencs imii~
cating the cost ©f the non-egubamie guine Trom sredc. Here we shall aseuse thet
on the whole Bloe trude has Desn edtnozieslly motivated.

The gains from srsde, or the buxden imvolved in & lows of trede,
can thus b¢ messured io teywme of the cifferent amcunts of resturcss required Lefore
smi after trade %o produce the same ligts of goods eveilable to the domestic soonomy.
Itmmwwigmattmdmm-msfmﬁa@mw
the dompotic veomimy from the sese gentitiss of respurees before end after trade.
In the soecad cese ehanges in the lgvel of totel outgut {e.g., Gross Bational
Produet in constebt prices) before aid after trade would be ascsuwred raiber dan
the quantities of rescurees required. Both definitions eremsentislly concerbed
with the effects of trede o € profuctivity of praductive resourses. Thus cur
first approximstion to « definition of the econceic loss resulting fyos trede oon-
trols cen Ye saended to refer $t0 the Jifference in the productivity of the eeoncey’s
profuctive resourdes vhes used in iselstion ani wben used in istermetionsl Lrsis.

In She sections thet fgllow we shall be concerped with an atiesgt
@ messare the effects of Bast-West ©rods 18 verious esomoditises on Bloe rescuyce
requireneuts, by stummptiog to enewer the question "Eow wuch odditiosal reSeiPces

would the Bloe have to use te preduce by ltself the commodities which it mow laports?”

ZCRET
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The effectiveimss of u jogres of tMde comtrols can be jodged

by the ceomcmie loss which the cesgation of teede would lsposs ou the couptey
being esbargonh. This logs ean be sesasured by e difference in the smounts of
procuctive resourets required for €he soguisition of & given eomsnlity, or 1list
of comsodlties, thrcuzh domestic pRaiuctien ng corpared with the resource vegulre-
mc for the export of other compon ) ties ;ntmi@ trade. ‘'Toape 3ifferent
quantities of repources eould be sfated as tWo Lists of Lie &.fferent smounis
of Jabor of different types axd of yurious kisdc of metarials reguired for tis
sxpeanion of the lmport-replicizg imlustry sad relemsed vy the comtrsction of
the export industry. The cogerisos of sueh lists, M, would be diffiewlt
and the signifiesnce of their d:iffepuncss herd (o cOuprebend. The secket value
of thase resources would provide @ eonvenienti end actuTmie Vay to Swawrils Gw
differense in regiivements, provided tust relstive pricss in toe Scuniry rellect
relative soareities of differesmt goods. cewrcities ia reletius %o ens snother sud
in relation to the dermnd for them. I° the prises of all isputs, isbor, espital
and peterisls aquel i apportumity tout of the ieput--that 1g, e serket velao
af its comtribution to oulput i ita best (i.e., mowt produciive) altarmative
apportunity for esploymeat-~and 17 the priees of all goads egusl the total cost
of sll 1npEts required to produse omd umit of the good, then the use of aevket
velues would secwmedely reflsct the differesces in gueat:tiss of rescuree reqsre-
ments is terme of thelr relative seayeitics. Vith sueh & system of prieiay, Susts
of production of isperts sod exporis evuld be used W DEASUIY acchTwtely DOT YEEOWEE

SECRET
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1at us sesume sueh & priciog syotas in sach of wo eoudr og, &
ad B. let us ssewms thet A'S velbes sre stated in rubles per usit, thei B's
values are stated in dalisrs per wiit- zxmmémi.ﬁw&m
commodities, X mnd Y under the following ecete per wnit, thes in Countey 4, ¥

Ar) B¢) R/$
10 2

x 1%
Y b 20 Wl

coats thves timew & mueh W produde as X, or for every wis of ¥ given up, &
could produce ) wults of X In country B, Y is 10 tines &s mpensive as X, or
fwmmtd!g&mﬁa}%m%swxmﬁm Under tioss oond. -
tmatm&w&awﬂawmxmmﬁxam;
similarly, {t vould be to B's sdvemdase to produse X add obiain Y in sscluage.
If in trsds ¥ will swetange for mord thas 3 X, & would ba betser off. Sinee B
can get 10 X for every unit of Y gives up in douestie predustion, ir B could get
mm}niummxnm,nmhmm. T an sRehmage
mmmrwxmrzammzmms Bubls costs in A sre
Mwm¢mint,m2333tmumninm&mhtism&y
1i times ss costly.
mmmﬁmmmuawlﬁ%ﬁmw
mMﬁinﬁmwmmﬁtﬁmerwmﬁu
{mmwxwwmmt},awwmaﬁmwmw
wmept. by whieh they Wede X for ¥. ‘ﬁ&mamm&nﬂﬁm!itw
furéxmurmmiaeh&rl?m;d;m‘muwﬂmmmﬂﬁmvﬁm

mmxaxmfmmmwmyzmwmmﬁamw,

oeCrET
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T Dopertanee of 18 Frice<Cost Matio

With & knowiedge of selative costs, thoas foreign trede itemm capeble
of yielding the treding courtries wet gatn coid be determined. The setus) g@min
from trade, hovever, would depemd on he gpecific comil ShoNs of exshangs. If

mugmmmwiwmmmmm(mwwfm

g

.&mewumumx 14 wvould be possible to determine the iterm in
whieh trade (s potamiislly moet gaipful by comperiag prices is the wo countyies.
Thus if prices im sbuntry 4 eguel e svermge total unlt coet of ewsh comeoliliy,
s if fuctor prices are egual o e return which esch Lgut cwudd gat b it
naxt best altermsiive cocupetisn, then 5t eculd coafidently be ststed tiet en
exparmion of the cutput of X (in ton ewomplc given sbove) ky see unmit with fall
sployoert of resowrces would reguive 8 comtrariiem of ¥'s oulput by com-thisd of
& uRit.

If, however, not ell factor prices egual Uwir cpportimity costs,
srd 1F prices Dewr a verying Belstismalip to eost ip aifferent industrics, séd ss
betwesn countries, thee the retic of prices sey yield mislesding indicwticns of
ecmparstive suins fron trede. Thes (o toe US e elstenee of vearyisz degrees of
mosapoly emong imfustries anl feotod nariels ismplies prices 1m & verying relation
o gportasity eets. Similarly gowerment loterference wilh the priee aysles by
weane of sugporis, subs diss or LomMs cen mesn that the relation betwean priee and
toat is distorted, sl Ly differcst degrees in different industries. In the UAER,
wages ond profits sre lncludsd in oobts, but the enistemes of resnt, depletice, and

interest (ihe retwras t- the siste dimed feetors of preduetion) is denied.

SECRET
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Thue & siuple cgwpetsiion of ruble«icllsy pri¢e ratios @g Iist of individesl
comdlition would be sljoet to distortions of wridus mm direstiom
betsuse 6f varistions in ibs milos of prices o costs. mmsatnmgavm
of the reletions betvess Soviet prices sad costs together Wit an edfustment, whish
wourld uncesssvily Be whitrery, fug ihe yeturn to sinte-gmued Sectors, Puble pyiess
sre coly of sgutvolel significesce ic sblepling to msapuys even the reletive gsine
from trede in dirferent conmpditioy.

Naeovey, even With goeplsts snowledpge of ewrrest wiuts of praductice
in the USSH and the U5, the spplicstion of & rudlas-dollar cost rutis in sn extimete
of the gains fram trade Lpliss thé ssaunption that doaxmgetis oulget oo be mpeafsd
&t comstant coste. In many Seses, apowis yepresent suek b mmll preporiisn of
totel domemtic grofuction in the Bloe thet the asswsption aceomds with reslity
withic the releveat renges of outpdt. Iz those oss0s, however, where lagorte
w&n.smgmvmwwam the smtent 0Bt mieuEpt i
requires eommaimation. This {g sspfoially true whers the peoEsswey expamsicn of
damegtic output coild only be schidved thyough #b incresse In the plaat eapepity
alresdy existing (8 the industyry. ¥Ths praper cost of production selwuleticn would
insluls enly intsrest amd deprecisticn charges <@ the inoresswd cutput in the
current pariod. If, however, s echievaert of this expession iz caly posnibls
with ineressed investment, the Sunden oo ¥e sconomy of replscing this fmport (s
larger then thet iseurred in wplafag an ispert fros existing cspecity. Tas
even vith ousplete knoviedge of reletive custs, the use of rable-doller waties in
an eatimate of galse from trade wouldd Meve (o be suppisuanted by consideystlova of
existing eapaeity apd ihe natuve of coets.

SECRET
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Taere sre cerchin nlustriss fur whieh Saccunstant ecst esmespiion
in wore quésticneile than fur othaPs. The extraetive sild rew metarisl profueing
industries ave 1lkely %o becom infustyisy of rapidly rislng ocets 1P produetion
is puohed safficiently, Just becoute e matursl mescupees supalle of felding this
mimersl o orep exe of limited quaitity. O sgain, certeis memdeeturing lxfusiries
-y axpariencs declining comts Vith an eglmsion of cutput becouss of e wxistenss
of esteranl sctmbains or eccamiies of sosls. Some Ruowledges of thase lomg-ven cost
emviitions in the Sport-replasisg snd export industries 15 msossasry AT the ghise
fron trede 1 6 W scourstely campused.

Fowtmetely toene is Bvallshle the tecknigmw of ister-infustry
snalyeis, wiieh via san input-output telle sod inverse astriz, permiis &5 oxasine-
tMGfmmeWWQ%mhsmmﬁﬂﬁ{ma
sapansion of the impori-replseing ipiustry, sterindustry soaliysis wauld sid o
leeating the potential short-ren hoftlenssks, woieh result fTom & 1ack of DEOGNSLTy
expacity, and in suggesting the comidities subjeet to Incvessing or decressisy
of ribls eosts derived from adtive sourees. Yithin the next mix sootis there will
be avallsble for applicatics an lugui-output talle, o coefficient sad inverse matrix.
which vill deseribe the interinfustry relsticoabips ssong G1 jrocessing sed pwoducing
sectors iate whieh the total of Sovibt eoombmic aetivity hes bees clsesified.
miumamemﬁgymw&mmmwaww
of sgoregstion. This ferther memns $hat very detailsd end Mighly specific defini-
tlons of ipErt itees cemmot be Bordled. Tee from this matriz it wlll pet be

mmummmumm¢am«wwmmg
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miner a cossation of imparts of all insuloted vire sul csbls would Leve %o be
smdned, s moeh Mevader entegery. Or sgaln, the effects of ss esberge sgacrat
e movesial of Jjig-borers to the BSE CONlE DOt be emmsined; rethwr it vouwld be
necossury to compider the effeets & comtnlling all lmports of mmchine toals snd
Empcgles of Ruble-Doller Rutice
Ammmammwmmm‘m
siw ecomtditics, hm,mmmmwmmdaﬁ w i
mmammmzm,s:r; @ 1 for sgricultersl commcditics, =k from

12 %0 1 %0 KO t0 1 for certeis nonferrcus motels. Cn the bagks of these relitive

prices snd op 12

ummmmlmwwm comnodi ties anl cortalinmnferrous
metals wordd offer st gain to tie Boviet Snion, wnd the cost of lgports & o
then world be sinluised if ey wpopted mesiine tools wnd adeetriosl snd electromis
mm%(&%m&ﬂ&ﬁt%awéwt?wﬂmmm~

For sespls, w@mmmmmm,mw,

Show the fulloving reties (rdles to cue daller):

L NAAIR I
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The rulls prices o8 vhlch these refica ave bsend inelide the turpewer tex. but
exoluds yemtal peyusnt e indiceftrs of relative costs the high ratios for rice
sud fish are sspecialiy wwpsot. Mies is grown in e USSR wnder the same condl-
tions us in the UE) it iz hayd to Gcaselvs tiat the Soviet Sisherwes are 100 tises
move inefficiest then thelr US eousterparts.

Aeopg nonferoas petels thoe fallew!ng yetion weve fousd;

Moo Lagot 18
m 1
31( 16

5
~n/§£“)2n
Cobelt W3
Sopper, nzonmx;c i.;\
ml,, rouml 1
red, sguna 18
tading 1o
wire 1%
Meroury L
BEoked 3

The ruble prices on ¥hick thess relics s lewpd selude Gapletice and compeguently

ape Lew.

T lowest awtios sre geearslly found fur indastrial eguiysent

ay the fellowing execples suggast:

Vortisdl Boring end Werning sills LS
Buriwee grindiag msehines 7
Eng as sod center lathes 5
Bowimenrtel turret latbes 2
Tracters (100 W snd gver) &
81) edacts siallerly sie relatively Caup:
Auto-traetor odld 5
Plawal ooter ofl %
Inézotrisl oils z2
Checicels relstively sgesals:
Toleiens 19

o
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‘gasn it should be yesesbered tist tie rev seteritl costa of these industries do
not include rent aad deplstion payments .

Stsites slveniy soupleted ind.cxte nn sversge rible-dallsr priec
ratio for the tolel of Sowiet prodmction of appre-immtely 10 %0 1. On thino bas =
it ean be dsduced that price zatio cver 12 ta 15 is high, lower then 3 %0 7 1s
Low. Btill, however. the corpelatico Detwes: prices and costs fur retliaos withio
i W is emtively sebiguous. %e ean, however, st ithe yresent stete of ew’
roowiedge sugpest thet iz ihe ouae of extwenely hish und sxtrescly low retios o
preswption exists thet costa too ey be skirsse, wd Yiavefore the Bloo woeald

derive lavge saits from LDorts of those oboeaditiss besyisy very Bigh petios.

SR arat et

et
Approved For Release 2001/08/2'; :gCl—RDP63-00084A000100020024-8



Approved For Release 2001/{&??W-Rnpss-ooosmoom00020024-8

In the 148 of the shove disgussion slthough it would de most desireble
%o te wble to drew up a detalled 1ist of 600-08d Zoviets Lmports runked
sosurding to the burden which the lose of each weuld have on the domestic
ssemeny, the congigzection of guch & list wuld reqire far move price-cost
sr interindustery relationghip information then we now have, or arve likely to
bave in the oear fwture,

Within the range of the fessibla, hemever, two courses of sotion cen be
mgzeated, sash of hich would roquire the addition of a now attribute to the
sakating list., is the entire previous discussion imdicates, the criterieom of
mmsmtmm.wtm@mwmmmxm.
for dnternining w:ich westorn prodiots sre to de denied to the "Moo iz am
scononisally sowmd snd retiemally defenaidlis standerd. 1t is therefore suggestied
that & sew attribates Do added wiish states that, with certain specified emmentions,
thaee conmedities would be sabjest to export controls, the loss of imporis of
which would iapose the grestest cost or the woat dstertin: imaect ss the
ecenomy ef the Teo. Such an stiridute should be accepled fairly readily by
reasensile fros-world pariners, aod onos sseegted weuld ease considersbly the
tordon of megotintions,

1. 4 list could be constructed of B or 60 cowmdity sategeries renked
mmuceding te the cosd whileh the laxs of wsiarn laperts would ispose on Lhe
doemutioc sooncey of the Plog, The examinmation of the domestic effeets of a
sopnstioe of Afferent kinde of lwports, szrregated to thils degree, will be

uniartakes in OR2 as pard of projests slready indtisted. ‘'oreover within thw
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oaxt teslve aombhs new ruble price and cost studies i)l bo complated, Ihis
edditionsl inforasiien, together with price deta we slresdy have, will -relt a3
te emning, in teras of rudle-dollar retics, iwpertant sub-categeries of imports
within the larger croups alresdy Investigated as an agoregate. Thue by using
otk rebls-doller retios and interiadustyy snalysis, supplemsnted by the o usider-
. atisss diseussed Wlew, 1t will be possible to construct 3 list of commdity
estagoriss, wure or less broadly defived, racked aceording to domsstic Lwpast
snd swsarding te relative costs. The task oan de ei-plified somewtat, and
existing information supplemsated by the following comsiderations.

1. Proteiypes, by definition, are net domstisally prodused in the Flee;
Mmm,xnmnuuwmm«uﬁuwmmiah
Jodge the gain to the Fles frem laporting such itews., BSecause they are not proe
mm.twmhmmuamyamammwim
resomoes, and Sharefers the impact of logsing sech Lwports ses bs sssumd to be
large. {(mes pp. below for a farther dircussien of the galns fyom Lporting
pretotypes). Thus lmports exbodyim; advasced teslmelogy would be denied to the
Blec en the basis of the saing from trade criteriom.

2. jwmg the aorve nerrewly defined comwdity categories Lor ¥ isk we huve
ae roble prise ar ocst dita, ewrtain comseditiss will be known to be “igh cost
bosanse timy sre rroduced aseording to a wthed of cutdated teeimology, or be-
mwmma;mmmwmmmmm
tenoe of sisssdie sscnosies of sesle. Or gcsin, any commedities known to e
ssares in relstisn to the Soviat denund for thea cus Le assuamsd te be the scures
of sizeable zains from trede. The loss of imparts of such comaedltiss weuld have
& eignificent Lapaat on the dismestic cesnomy,
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Sueh & liat of commadity oategories snd smub.ocatezories, ranied ascording
1o the gains Syem trade resulling froa Laports of esch, tepethey with supplesentary
sonslderations relating tc protetypes and relatively secrow coasodities must
it the ecpletisu of studiss alpecady wndervay or planned. iorroximtely & year
will be required.

2. 4 secomd conree of astion, wiich can be ounsidered as either mpglevestary
te thet Just dlscussed, or alternative o 1i, would 1i» in the underteking by
ORR te previde ad hoc support as regmested Ly ZDAC. Witkin the teraa of reference
of the supgested additiensl atirituis, (5 cosld wndertake, wwom reqwal, to
gtady the relstive costs of & comwdily or the interindustry effectis of the
sesantion of Lapcris of & cewmodity being concidered as & sulieel for tyade

oontrels, It Pindings w.uld de reporied sz intelligence muppori.
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Zvem with eosplets informiion on relstive costs of produntien, timre sre
sther prodleas ssaociated with the use of ruble~deller rstics &8 & saasere of
melative geing fyem trode. Thw degree of galn a cowmtry derives from trede
depmds 1l andy on relative costs of roduotion but slse on tie welalive cests
plase vies thay are weed. This trenspert cost in torn depends on relstive
renspert rates and aotual gwecrapbic losations, It is possible for trmnsport
sosts to be e Righ, is relstlon to relutive production cosis, &s to pegate
satively :aime fram trode. J¢ is glse possidle foor geopuphic locotions io be
sush that treds is geinful despite neglizidle differences in relative prodsgiion
oonte.

The data e souputations]l sreblens imvelved in aatehing & rate~timeg-dis-
tance fov every comndity sve otvipus. i 2 firet gyroximatiem it could be
sppuned that transport costs do not Tary saong comwdities but bear s cormtant
ratis to cost (pries). Transport sosts will, of course, be a larger percest
of produwction coste fur some ecvwdities then for others; on the wlicle, huwever,
the ratis of transport to preductign cosis is likely to!s about the saxe fop
sartain coneedity groups, especislly from the border of cme coumtry to the berder
of the other. For exaple, trenepert coste on bulky raw mterials sre likely
e bo & larper propertion of produgtion costs tham in the case of highly fabe
risated goods. Thwe 1f within each categary of commsditiss dearing sporexiaaiely
the svme yatis of transport to ;robotion ceste, sewmdities were razked ascording

to their cost {(pries) ratios from hi:h 1o low, the 1ist wo-1d also represent tie
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smehanges that wuld e most galaful, ceteris perides, slthon:h the ascumt of
2e0n fyon dvade {(or locs from ebarye) could not be deternined.

he applisation of cost retlios to this purpess further asswses that Sloe
coets eve represested by a ziven reble price, and thzt fres werld costz sre
voprosested by & U3 price. Use of a USER price asgpumss thst the Soviet "wimm
is the leov cogt precucer of the iiem in the Flog, and that ccasequently the
Hleuts galns frem trode ismplisd in ths rudlecdellar ratios sre saximm geing
in terss of the cast of Ploc sapords. Similarly ues of s UF prise asgums that
% is sounbey is the low cost produver im the YWest and that the Vest's zsins from
trade ave maximm in terss of the gost of experis., In eash case use of ruble-
dsllsr ratics ssaumes that gsins are aaxisna in terms of ths cost of lwperts.
Witk the smseption of eertaln sachiscry itexn prodoced In the sstellites, this
sswmmption sbout Wioe costz is probably close te reality. Where the mature of
intreefioe Seede or otder sonplderaiisny muke the meenption seen inapprooriate,
shiitionsl informmiien on comts in other paris of ihe "loe will bs sought., The
sovmption shout froe world esets, however, ig probadly lews Justified. hlle
in the Lisld of smmfactured zoodm, U8 produetion cosis in general are probably
an low az thoow of axy westers comtry, If trensportation costs to the Ploc are
mm&m‘mﬁuhtmmm%&%h. The
saug i tyue in the come of wew waterisls, with ihe sdditiome) compliicetions of
rovsroumt supports for prise in meny cemes, lawport quotas and ostler lwpedinments
te trads, Azaim, the sest dats xill have to be sdjusted acserding to the

seagraphic patters of Esst-lest trede,

foep
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It 2ay bs, hewever, that these locstional and transport considerstions
hmmmmammmmm,rnumuMem
of & few commodities. Certainly wuore important in supplesenting ruble-dollar
mmanm:umcww;ummmafnhﬁamwm
sonditions in the Bloc. The ruble-dollar ratie for one comsodity say be
uhﬁuhlw,zvkmLmdmtmwzym*hMun&rwch
rapidly using cost conditions that imports are highly impartent to the Bloe and
wbarge wuld do significant injury. Imposing sn enbarge on coadedity such a
Mﬁwrm}dtmdafarmeiajurythnnameazmt:rarminht&
ruble~dollar ratio is higher, but for wileh dsaand aud supply conditiaons in the
blee sre more elastic, Inscfar as rising costs are the result of inadeguate
sapasity or limited natural rescurges, it is baped that interindugtiry analysis

will call atientdon to the digparity.

4 kmowledge of dewand and supply conditions implies & knowledge of the de-
gres to which one cpamodity is substitutable for snother in production or uss,
and the degres to which substitutes are avallsble, Such knowledye is of oo rae
infinditely more diffienlt to cbtain than prices, or even cost data. 4 notlon of

the relative intensity of Bl decapd in the short-run can be derived frem
o

mnmmmam@emrs:wnmm,. in lnerease in leo
orders for ar purchases of & specific commadliy, hawwer,windmhahuéi

arily short supply of the good; or it may indicate az upward shift in desand
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in the faee of welatively imelastiec supply, or a politleslly motivated actiom,

mmu;’m.wamwmxemmmm«
in rescurce requiresents for produg ng the sams llst of goods in isclation
o in confumetion with forwign trafe. ‘oreover the sconowic loss axy be supple-
mubed or sowmder balanved Yy non-sconcuie losses or gains.

Yoonoiic caste s» they heve been defined abeve, disrepurd the durgliom

of ihe offect of trsde coatrels. In the case of some impart coatrels, the 703
wuld b shle to alluwt quiekly, either by opending the ootput of & domesite
inéustry or chan:ing the pattern of fimsl de=mnd. In the case of other controls,
m.mmtmdnmuhamemﬁmm&wm
fupe nere sontly Decovse of discrpmnisstions wileh sxist during my tremsition
peried. The remlts of aplyiug elther rdlaedollar ratios or interindustey
aalysis wruld e to be camded b time conpliderstions,

Or apuin, She copt of mining wrantem In the Plee wight be lsss $lan in
the ¥est, at oue would nnt oonclnde from ¢ is faet that there 12 mo poimt in
danying She Tiee scocess to western wranium.

The Oeummist philossphy of sutarky mskes it morepriste to sssume thet
the USER i working %o attaln self-gufficlency In every commedity w:ioh It
ocusidery girstagie. wmmhmmmmmmmm
the develapmamt of substitutes for those fow ram assterisls whish Lt does net
produos iteell, ihat it hue wade progress, s that eventuzlily it will Be
mesmsaful in thet Its wer-msking ability will mot be hampered tirough tie ek
of sy saterial. In the msamyhile, however, before subetitules sre perfected,

Approved For Release 2001/08/27 ., CiA=RDP63-00084A000100020024-8
2 3 ibe
L)



crnne
= Ul
Approved For Release 2001/08/27 : CIA-RDP63-00084A000100020024-8

Srede conirels wo1d lagese sn eccdoale sost. JSueh vestrlotions howewer,
wight alse promcte lomg-run advantagss to the USSR 1f they serws Lo rtimlate
the sroduwiion of Better gubstituten. Thus 't msens likely thet In the foviet
view marly sll comoditiss are nore cheaply sttasined through domgstle sroduption
‘msmwua,muntmmuamlmmmamuim
the cost of fovegolng the ssourity advaniages of produelsg the good at home.
Thes in the Suviat view, the only guins fyrom trade would be in those eomssdities
for whish its own subetitutes are #1131 inferfer. Through irede Loy cain tise
for the vesvarch mud developoent of new souvees of their omn. Yhwn, or insofer,
o ey hew sueoweded in dewelopin: thess, frow their cwn view point, irsde
mpiriotions can do them no met injury. Consideved ia this light all louses,
with ene exowpiicn, inflicted on the Mlos thwoush trade contrels wnld be tesporery
and wuld be tepaimated upon the stcessaful dewelopuent of domstic scurces of
spoly.

Ain inperiast eategory of Eloc impartis from the test, however, lles In
e mobine itens w:ich serve z¢ protetypes of western teedmelogy. J¢ long as
Wostern teshaelecinel srogress centinues %o be more rapld than that of the Bloe
tn muy speeific line, ihe %10 can save caplisl coste by imparting orotoiypes.
In this way thalr e fective supply of Tessareh abllity 1s enlarged, and ike
sessasity for Yuilding pilst planty is elimimsted. Ths loes to thenm, shonld
Ahey be amedle to Inport probotyoes, woeld be & continaous rether than a
tanpeewry loas, fer they wosid hawe teo devols mave of their rescurces to resesreh
and dovelopmant than they wew do.

Taysugheet the entire discusalon so for v bave trested the U00R and the
Blae & symoncowns. it has slready been pointed ot that lapk of dats may forsee
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detar=ining thoge oonzodities In which trade would be most galnful. Cur knows
lodge of interiadustey relsticnships relsted to the USSH alome. Ideally we
should prefer sush Infwrzstise relatiang te V'w Snterindestry relationships for
e Hiae sp & wicle, for it is entirely ceoorivable that the USSR =o bt be able
to pase on the dupden of the lece from trede camtrels Lo mome other nart of the
Bos. Thas if some other pard of the Yloe is prod-cing end uvalag en exbar oed
soedity which the 75SR hed obialned from t'e Soviet Unfon would probably
replaoe its losi laporis frox ™Mo souress, and thas foros the burden of sdiupt.
et on Lo & satellite. But ey Moc sourcss of comwditiss congideved stretegls
by the UoEl sre usdoubtedly deing sxplolted alresdy snd ere probably belng
shippad to the U0SR. The aaly way the Ploc as & whole =0:)d escape the loss
wauld be throush e discovery within Uw Slee of vew murees of swpoly. Furtler
i the ccntrels axplied to the USIR are 26t applied te the rest of the Hlpe, them
the wasure of the ecvnonde loos iy -wenis dess, “he enly loss invelved would
be the extys rwecuposs (17 any) ingolwed in lwperting fres the Yest vis thoss
cowmtriss to whish the contrels do not wsly. IV seeas unlively, hawever, Gust
&f contrels are uniforaly applisd to the Dlec and effestive, tle resulting loes
wdel s Sedvead far the UU7R ocovld be svslded by the Kloo 29 & whole. It slse
eene Likely that the USSR iy alresd- geiting most, if met all, of the ceiput
of sirstegic ftomy of other parts o the oo,
LT.¢s Pepiekal soplfestioe

i fron wrld scbarge of shipssats of sny singls ites te the Floe will

be suecessful culy if every westers couatey predusing the ltea agress (5 saforoe

the eestavl. Thes 2 sheloe of any list of sxvorts to be comtrolled wuet conpider,
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retuire & Tisitstion of 2ll weters parehmoss Iroa the Else requiving
paymnts in these currensies, including western purcheasss of Sloe zold. Tia
siulzdgtration of sush & progren wpld probably be diffimlt,

In sddition, if the West, esmcially westers Turope, refused to purchase
Hae zeld, 1t wuld deny to Itsell ihe sdvanta es of larger ;old reecoroes.
The incveass in iafernsl and intermational cconosds stability resuliing fros
lwrpr sold reswrves as well as thw increses in confidence derived frex theam is

m Daportant &Mt azaingt the crellit of wore effective contrel owr trade.
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